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FOR POLCOUN LOWRIE 

E.O. 11652: N/A 

TAGS: EFIN, CPRS, PFOR, EG, US 

SUBJECT: PRIVATE CLAIMS AGREEMENT: PAYMENT TO AMERICAN 
MISSION 

REFS: (A) CAIRO 5805, (B) STATE 75869 AND PREVIOUS 

1 . IT APPEARS FROM EXCHANGE OF COMMUNICATIONS TO DATE THAT 
DEPT HAS FAILED TO MAKE CLEAR ITS MAIN CONCERN. THE CRUX 

OF THE PROBLEM IS WHETHER THE NEGOTIATION OF THE TREASURY 
DOLLAR CHECK FOR AMERICAN MISSION BY USE OF SURPLUS/EXCESS 
POUNDS GENERATED BY LEND LEASE AND PL 480 LOANS WILL 
ENTAIL A NET OUTFLOW OF HARD CURRENCY, I.E., U.S. DOLLARS, 

FROM EGYPT. 
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2. WHEN GOE ISSUED U.S. DOLLARS 1.66 MILLION CHECK 
THROUGH THE CENTRAL BANK, AS DEPARTMENT UNDERSTANDS IT, 

THIS WAS AN OUTFLOW FROM EGYPT OF U.S. DOLLARS 1.66 MILLION 
(HARD CURRENCY). OF THIS AMOUNT 20 PERCENT WAS PAYABLE TO 
AMERICAN MISSION IN EGYPTIAN POUNDS TO BE SPENT IN EGYPT SO 
THAT THERE WOULD BE NO OUTFLOW OF HARD CURRENCY FROM EGYPT 
IN RESPECT OF THE AMERICAN MISSION'S CLAIM. THIS WAS THE 
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BARGAIN WHICH WAS STRUCK IN THE COURSE OF THE NEGOTIATION 
OF THE PRIVATE CLAIMS AGREEMENT. GOE AGREED UPON THE LARGE 

AMOUNT OF U.S. DOLLARS 2 MILLION FOR AMERICAN MISSION 
AFTER PROLONGED CONSIDERATION BY P/M SALEM. THEN MIN/ECON 
SHAFEI, DR. DEWIDAR AND OTHER RESPONSIBLE EGYPTIAN OFFI- 
CIALS CONDITIONED ON THE THREE ELEMENTS DISCUSSED IN 
PARAGRAPH 3 BELOW. AGREEMENT ON AMERICAN MISSION CASE 
WAS ONLY ARRIVED AT AFTER EXTENSIVE NEGOTIATIONS AND HARD 
BARGAINING. 

3. THE BARGAIN STRUCK THEN HAS THREE ELEMENTS (1) PAY- 
MENT IN EGYPTIAN POUNDS; (2) EGYPTIAN POUNDS TO BE SPENT 
IN EGYPT, AND (3) THERE BE NO OUTFLOW OF HARD CURRENCY, 

I.E., U.S. DOLLARS FROM EGYPT. WITH RESPECT TO ELEMENT 
(3). IT WAS ANTICIPATED THAT THE COMPENSATION IN DOLLARS 
PAID TO AMERICAN MISSION BE RETURNED TO EGYPT OR BE NOT 
REMOVED FROM EGYPT. PAYMENT NOW BY ISSUANCE OF EGYPTIAN 
POUND CHECK BY USDO PARIS OUT OF EXISTING USG LARGE POUND 
HOLDINGS WILL, IN DEPARTMENT S OPINION, SATISFY ELEMENTS 

(1) AND (2), BUT NOT REPEAT NOT (3). 

4. AS STATED PREVIOUSLY, DEPARTMENT CONCERN IS THAT 
DR. DEWIDAR OR OTHER RESPONSIBLE SENIOR GOE OFFICIAL 
CLEARLY UNDERSTANDS OR BE CLEARLY INFORMED THAT 
EMBASSY'S PROPOSED USE OF USG POUND HOLDINGS WOULD 
RESULT IN A DOLLAR OUTFLOW IN RESPECT OF AMERICAN MISSION 
SETTLEMENT, AND AGREE TO OR NOT OBJECT TO THAT PROCEDURE. 

IF NOT, USG WOULD OPEN ITSELF TO CHARGE OF ACTING 
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INCONSISTENTLY WITH THE INTENT OF THE CLAIMS AGREEMENT. 

5. DEPT NATURALLY IS PREPARED TO RELY ON EMBASSY'S 
JUDGMENT OF WHAT DR. DEWIDAR UNDERSTANDS. REF (B) WAS 
MOTIVATED, HOWEVER, BY OUR APPREHENSION, BASED ON 
REPORTING TO DATE, THAT DR. DEWIDAR MAY NOT REALLY 
APPRECIATE WHAT IS PROPOSED. 

6. FROM AMBASSADOR EILTS. I HAVE READ ABOVE PARAS AND 
APPRECIATE L'S CONCERN. LET US FINISH WITH THESE STERILE 
EXCHANGES. POLCOUN SHOULD GET IN TOUCH WITH DEWIDAR TO 
DISCUSS MATTER WITH HIM. HE SHOULD REFER TO DEWIDAR/ 

HUANG UNDERSTANDING, OF WHICH WE ONLY RECENTLY BECAME 
AWARE, AND INQUIRE WHETHER GOE PREFERS PROVIDE EGYPTIAN 
POUNDS FOR AMERICAN MISSION'S COMPONENT FIRST PRIVATE 
CLAIMS PAYMENT OR WHETHER IT WOULD BE AGREEABLE TO OUR 
CONVERTING PORTION OF DOLLAR CHECK INTO EGYPTIAN POUNDS 
FROM OUR EXCESS CURRENCY HOLDINGS FOR THIS PURPOSE. WE 
WILL BE GUIDED BY GOE'S WISHES IN THIS MATTER SO LONG AS 
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THERE IS NO DELAY IN OUR BEING ABLE TO MAKE PAYMENT TO 
AMERICAN MISSION. IT HAS HAD TO WAIT LONG ENOUGH FOR 
THIS PAYMENT, AND I AM ANXIOUS THAT IT BE MADE ASAP. 
VANCE 
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